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Abstract 
The aim of the paper is presentation of possible approach to realization of enterprise investment audit and also schematic 
quantification of possible effects in phase of investment utilization during planned economic lifetime of the project. The paper 
shows that conventional way of the investment process mostly prefers only issue of preparation and implementation phase. 
Utilization phase is underestimated. The monitoring of planned indicators and identification of deviations (particularly in 
revenues – Cash Flow) are underrated. Identification of causes of variations as well as acceptance of addressed direct corrections 
can fill not only economic objectives of the project but also improve whole process of investment and financial decision making 
of the enterprise. Investment audit in the company is recommended to perform within methodology presented in the paper in 
particular phases of investment process. This methodology enables correct quantification of investment effects and declaration of 
the real contribution of investment to corporate performance increase. 
© 2016 The Authors. Published by Elsevier B.V. 
Peer-review under responsibility of the Organizing Committee of BEM2015. 
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1. Introduction 
As it is known, ensuring the long-term development of each enterprise requires not only systematic recovery of 
existing technology, machinery and equipment, but also allocation of available financial resources in new 
production processes, which in terms of business cash flow will ensure to fulfil the investment objectives as well as 
the required appreciation of the capital invested. It is obvious that if every owner has to increase a value of available 
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capital in maximum possible level, he has to necessarily orient his attention in investment activities into three key 
areas: 
1. Preparation, evaluation of good investment projects for the development of main production programs in 
company, fully ensuring the requirements of the market operators (Pre-investment phase). 
2. Implementation of investment projects in accordance with an implementation plan of the company - ie, 
optimization of material, time, personnel, financial aspect of the project (Investment phase). 
3. Effective utilization of the projects capacities in line with market requirements in the economic lifetime of the 
projects - the optimization of real revenues (cash flow) of projects, ensuring of return on capital invested (Phase 
of effective utilization). 
Each of these areas and issues is equally important for the overall success of investment, although some authors 
accentuate for example the key role of the first phase. When a business entity underestimates some of the areas, it 
cannot expect to achieve the required overall effect of investing. If we compare mentioned three areas in terms of 
companies´ attention, we find that the issue of monitoring or controlling of projects is paid minimum attention. Why 
this is so, we clarify in our contribution. The aim of the paper is to present methodology of investment audit in the 
company and to point to effects of investment audit for valuation of the real investment effectiveness. 
2. Material and Methods 
In order to identify the importance and contribution of investment audit, it is necessary to analyse in detail the 
different stages of the investment process of the company, where it is possible not only to identify the causes of 
deviations but also implement targeted measures but also to choose an approach to measure benefits. According to 
knowledge of authors dealing with the issue of investment projects, the investment process can be characterized as 
follows. 
A. Pre-investment phase 
   Pre-investment phase can be divided into three stages (Synek, 2011): 
x Identification of investment opportunities.  
x Pre-selection of projects.  
x Evaluation of projects. 
Identification of investment opportunities - Opportunity study, the aim of the study is to prepare high-quality, 
as well as summary information about individual projects. From that information it must be understood that the 
investment is a benefit for the company for further development.  
Pre-selection of projects - Pre-feasibility study, is a processing of preliminary technical and economic study, 
which should correspond (Fotr, Soucek, 2005): 
x consider all real possible variants of the project, 
x assess whether the project should be analyzed in detail, particularly in terms of selected criteria and the 
requirements of potential investors, 
x assess whether the project requires supporting and complementary studies for qualified investment and financial 
decision-making, 
x assess whether the intention of the project is attractive enough for investors, 
x assess whether the investment opportunity, the project can achieve the desired efficiency and return on invested 
capital, 
Evaluation of projects - feasibility study, the present study differs from the preliminary study particularly with 
deep processing as well as financial and time demands. Basic filling of technical and economic study is as follows 
(Drábek, Polách, 2008, Valach, 2006, Scholleová, 2009, Veber, 2009 and others): 
x summary review of results 
x justification and development of the project 
x capacity of markets and production 
x material inputs 
x location and impact on the environment 
x technological design and the production equipment 
x organizational structure 
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x workforce 
x timetable for implementation and its budget 
x financial and economic evaluation including the risk analysis of the project 
If the company succeeds in improving the efficiency of its processes, part of the avoided costs can be reflected in 
the launch of new investment so far not provided services and products (Sujová, Simanová, 2013). Based on 
practical experience, knowledge from projects implementation it can be concluded that the role of pre-investment 
phase is primarily to ensure precision and maximum completeness of the basic economic parameters of the project, 
which crucially affects the efficiency of investment. 
 
B. Investment (implementation) phase 
     After completion of the decision-making process about the implementation of the project or the most suitable 
variant of the project, implementation phase occurs. Investment decisions (how much, to what, when, where and 
how to invest) belong among fundamental decisions, which greatly affect the future development of the company 
and its efficiency (Sujová, Hlaváčková, Šafařík, 2015). Implementation mainly includes the following activities: 
x Creation of the necessary material, financial, personnel, ..... base, 
x Updating of the technical and technological setting of the project 
x Organisation of the process of selecting the most suitable suppliers of required assets in accordance with the 
requirements of investors, 
x The acquisition of additional assets necessary for the success of all business processes, 
x Selection and training of personnel for particular positions, 
x Ensuring the trial operation and planned parameters of the project, 
x Eliminate unexpected deviations and ensuring optimal capacity utilization of the project. 
In the implementation phase an attention of managers should be focused on two key factors that can positively as 
well as negatively affect the overall success of the project, namely: 
1. In maximum possible extent to meet the schedule of implementation plan, especially in aspect of the material, 
time and finance. 
2. Optimization of the structure of capital invested as well as the cost of capital, for financing the investments 
during project implementation. 
From the presented issues of the mentioned stage it is clear, that in the implementation phase is time a main 
factor, as well as compliance of the implementation schedule, which significantly affect the efficiency of the 
investment project. 
 
C. Operational phase - Phase of efficient use of investment 
Good organised pre-investment and investment phase reduces the likelihood of problems in the operational 
phase, i.e., in phase of efficient utilization of investment during the economic lifetime. The main task of managers is 
to full capacity of production in the maximum possible extent as a basis for the profitability of the project - cash 
flow. Exceeding of planned amount of cash flow for each year of lifetime positively affect not only the return on 
invested capital - meet the requirements of investors, as well as affects creation of additional financial resources for 
development of business activities in company. The role of investment controller in the operating phase is not only 
to monitor and evaluate ongoing processes, but also, based on investments monitoring and signals from the inner 
and outer environment of company, to prepare recommendations for corrections in plan or changes in the earlier 
stages of the investment process in the company. Practice or changes in the development of business environment 
show that deviations in project parameters are quite common, i.e. difference between planned and actual indicators 
required to take very quick, targeted measures for achieving mainly economic objectives of investing. Problems that 
may occur in the process of effective investments use, can have the nature of impact: 
x Short-term - issues largely relate directly to the manufacturing process, where have been underestimated 
especially technical and technological parts of the project. Errors also occur frequently in underestimation of the 
working capital, which mostly affects the reduction of operational efficiency, with a direct impact on the overall 
effectiveness of the project. 
x Long-term - problems relate to the overall investment strategy of the company. Mistakes may be hidden in false 
assumptions, ie, particularly in improper quantification of the basic economic parameters of the project. Failure 
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to achieve the parameters of the project is reflected in the expected investment revenues as well as appreciation 
rate on capital invested. 
Tools to solve these issues or facts of projected parameters is not only solving of impacts, but also early 
identification, removal or possible elimination of the causes in the process. Of course there should be subsequent 
post-invest audit, which should properly analyse all the causes of the problems in investment. Targeted quantifying 
of the causes and wrong decisions (technical, technological, financial and others), should prepare measures for each 
stage of the investment process, which should be specifically monitored in other projects. The essence of post-audit 
of investment project is to be properly realised exact analysis of the actual project results in all three phases; it was 
done the comparison of actual values with the planned indicators, as well as the identification of all the factors that 
caused the deviation from the achievement of the primary objectives. Post-investment audit becomes a key element 
of the controlling feedback and the results are reflected in the success of future investment projects that meet the 
golden rule of investing in company. 
Success of investment projects is dependent on a number of factors, which can be summarized into three 
categories: 
x Preparation of investment projects - errors directly linked to the lack of information about the project - 
investment and neglected influence of key factors influencing the efficiency of investment. 
x Implementation of investment projects - mistakes that have been made in the previous stage are reflected in the 
implementation process, but in case of deficiencies, it is possible to take certain corrective measures, but they 
may not fully eliminate these mistakes. In this phase is needed to monitor very closely the structure of capital 
expenditure, timetable as well as the amount and structure of funding sources. 
x Efficient use of investment – it is necessary to eliminate all possible risks, which occur in normal operation on a 
daily basis, involve the overall business risk arising from the market environment of given investment. It is 
desirable that the company had created variants of solutions the problems, which optimize the efficiency of 
investment, with tolerable acceptance of risk for investors. 
On the basis of presented knowledge and current situation in approach to realization of investment projects the 
methodology of investment audit was created. Investment audit within suggested methodology enable quantification 
of real effects of investment project. 
3. Results and discussion 
The above analysed issue shows that the issue of management of investment process in company is complex, 
difficult and errors or ignorance of certain factors or laws are greatly signed not only to the effectiveness of 
individual projects, but also the achievement of the overall investment strategy and business in the company. It is 
therefore important to pay adequate attention to the issue post-investment audit, but especially its results to reflect in 
the improvement of the individual phases of the investment process in the company. Post-investment audit is not 
primarily intended to assess the degree of success or failure of the investment project, but to determine the primary 
causes that led to miss out the original objectives. It is therefore important to pay the same attention to analysis of 
the projects that in terms of value creation and business growth was more successful than planned. Tasks of 
investment audit are presented in Fig. 1 (Drábek, 2006). 
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Fig. 1. Tasks of investment audit. (Drábek, 2006). 
Detection of the causes of these results can help to set other processes in investment controlling, so the company 
can focus precisely on these factors that support its success. In terms of overall management of the investment 
process, as well as the efficiency of investment it needs to be post-audit the part of the investment process of all 
projects. Post-audit is mostly applied for projects that are for the enterprise: 
x Key projects, that in terms of scope, content and the amount of capital invested and links to other corporate 
projects affect its market value or the rate of appreciation of invested capital in the given period. The main 
element of assessment is the level of achieved equality (basic economic parameters) with reality. The focus of the 
evaluation is to analyze the information, time, financial and methodological base of the pre-investment phase and 
their impact on the actual operation of the investment. 
x Risk projects, that are burdened with high overall business risk and which is difficult to quantify the impact of 
possible external changes in the effectiveness and efficiency of invested capital. The focus of the assessment is in 
the suitability of the applied methodology used in the phase of implementation and operational phase, or in the 
stage of the project termination. 
Properly processed post-audit of investment project identifies the deviation of the actual status of particular 
project parameters from the set assumptions, it finds the causes of deviations and creates a system of 
recommendations for future investment projects. Key recommendations based mainly on identifying the causes of 
all deviations from the expected estimate of the project's parameters, investments can touch: 
x Quality of project preparation in the pre-investment phase, 
x Receiving and processing of data - assumptions about key parameters, indicators of the project during the whole 
investment process, 
x Selection of available information sources and their quality of processing, 
x Suitability of the applied methodology of projects evaluation in line with the project objectives, 
x Qualified managing the implementation process of the project (material, time, personnel, financial) and the 
adoption of appropriate solutions in the required time and space. 
If post-audit in the enterprise is seen not as an instrument of staff control, but as a tool to evaluate the success of 
the investment process - compliance with the fundamental principles of controlling management, it must be clearly 
declared its orientation to the future. This approach allows adequate involvement of employees in the company, so 
they will ensure qualified and the quality outputs of post-audit, with a direct impact on the further development of 
the quality of the overall investment process in the company. Of course, the result of this approach closely 
corresponds with the quality of the applied evaluation methodology, and thus with using of available information, 
indicators as well as the correct interpretation of the actual results of the particular projects. 
2. Structure of changes 
in the capital invested  
(plan – fact) 
1. Investment plan  
(fulfilment of investment 
strategy) 
5. Formulation of 
targeted measures 
for fulfilment of 
investment goals 
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sources for next 
3. Changes of capital 
cost and the impact  
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The sequence of steps by implementation of investment audit is important due to quantification of possible, 
predicted and real benefits of investment project to a company. Quantification of contributions or effects is very 
difficult, it depends on ability to identify investment effects accurately or  if the effects don´t come from other 
technical and economic actions of the enterprise in that period. 
If, according the results of post-audit, are received targeted and specific recommendations and they are suitably 
applied in the process of investing in company, the benefits of this approach are clearly reflected in the rate of 
appreciation on capital invested (Fig. 2). 
 
 
 
 
 
 
 
 
 
Fig. 2. Effects of investment audit in company. 
4. Conclusion 
As results from the contested issue, quantification of the investment effects certainly is not easy and the effects 
are mostly quantified on the level of increased revenues, profit, cash flow, with a direct reflection to the projects 
evaluation manly by indicators net present value and internal rate of return. As documented in Fig. 2, the effects can 
be much larger, of course, provided a correct quantification of effects in the particular phases of investment process. 
Given the extent of the contribution it is not possible to quantify effects in example. The benefits need to be assessed 
for each project separately, of course, in the case of projects which follow each other, properly evaluate them as a 
whole. The specific attention should be paid to post-audit, and on its basis to assess the overall benefits of the 
project for the growth of the market value of the company. As we already stated, most companies evaluate projects 
by the traditional way, neglecting the importance of the audit and its impact on the overall efficiency of investment. 
Presented approach – the quantification of the post-audit effects allows comprehensively evaluate the benefits of the 
project for the company as well as represents a real rate of appreciation of the capital invested. The contribution of 
authors to solving issue is the identification of possible effects of investment audit in particular phases of investment 
implementation during the predicted period of economic lifetime of investment project. 
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